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SOME _[NDICATIONS OF THE MAGNITUDE OF STRATEGIC TRADY TRANSACTIONS
DURLEG 195) AND THE IMPORTANCE OF SURVWILLANCE AND ENFORCEMENT

1. Por a variety of reasons no satisfactory statistical record
18 availeble of the volume eand composition of strategic trade between
the Soviet Bloc and the Free World, Nevertheless, it is imperative
that some tentetive concept of the magnitude of this trade be formi-
lated to serve as a besis for discussions of problems of pollicy wish
respect to sscurlty trade control progrems,

2. A centraliszed progrem of surveillsnce of Eaat-West trade
transzctions has been developed during the past six momthe, luring
thet $ime the incoming meterisls relating to strategic trade have
been cxamined and processed into a classified file, From the poins
of view of "collection date"” and "lazte of information™ the materials
extend back about 12 months but with a heavy concentration in Jume-
November 1953 and only a light coversge of ths preceding six months.
Consequently, considered s a sample of s 12-months period the in-
formasion contains a significent downward biass and is insufficient
as & hasis for enything more than teatative inferences regarding
the composition and magnitude of strategic trade and the importance
of surveillance and enforcement mesaures, The file of information
i8 also uneven as between commodity categories. For example, for
those itews which are easily identifiable and whers the strategic
definition corresponds {or roughly so) to commercial usage, the
inflow of information is more complete, Copper and aluminum are
examples of commodities with respect to which fleld sources have
provided what appeare %o be comperatively food coverege.

It 1s importent in this connsction to note that the
information (a) consists only of that which has been sent in from
field sources, under circumstances where there hes been no estab-
1ished priority for collectison of East-Wast trade intelligence, and
(b) is deficient with regerd to particulsr transsctions or vrocure-
ment offorts because of the laclk of specific arrsngements feor
"follow-up* checks or inquiries to comolste case records with
reference to final outcome,

3. ZEvidence of the importence of s<rategic trade may be derived
from vrrious types of information. One of the more fruitful sources
12 that relating to the epecific efforte of traders to duy or sell
perticular commodities, Illuminsting inFerences mey slso be drawn
from she number of known traders, firms :nd other intermediaries in-
volved, and the orgenization, methode# amnd svecisl arrangements resorged
to for the vurvose of eveding existing oontrols. The meterials which follow
represent en effort to present in summery form information from these

. Various sources which may serve ss s basis for inferences regarding
the magnitide of stretegic trade tromsactions and the importence of
surveillancs and enforcement or
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T ANSACT JONS ' AND - PROCUREHENT EFFOR?S INVOLVING COPPER AND ALUMINUM

1. Copper and sluminum were selected as examples of strateglc
commodities which have been extensively traded end with respect Lo
which the information avallsble conld be reviewed and summarized in
a reasonably short time, Although the review of these two comuodivies
wee limited to selected cases, it is believed that the inclusion of
tne more important iransaciions gnd procurement efforts has renulted
in o relatively large sample for the period covered,

Copper is subject %o embargo under International List I.
Aluminum hard alloys in semifabricated forms used in ajreraft con-
struction are also on I/L 1, while other aluminum metal, alloys and
scrap are on ifL 1I, However, the lstter catgory has & special
ssatus under COCOM, describesd ss the 3(d) or quid pro guo procedure.
Member countries have agreed to give prior notification of shisments
$o the Soviet Bloc as s rssalt of the listing of aluminum under
Pitle I-B of the Battle Act, COCOM member countries have reported
the shipment of only shout 3600 tons of aluminum to the Soviet Blec
so fer during 1953 (velue vaughly $2,250,000), practically all of
which was exported by Horwey, end only 256 tons of copper,

In summarizing informstion on procurement efforts, it is
racognized that separete (sometines verious) attempts to procure &
perticular lot of & given commodity (e.g. aluminum, copuer, etc,)
are reported from different sources, An effort hes been made to
exclude such duplicetions, but this is not always poesibls owing
to interlocking rings of Esst-West traders and %o overlapning snd
competitive efforts to buy and eell, Consequently, the commodity
data presanted should not be taken es pure eggregetes but as in-
dicetions of the intensity of the efforts to procure urgently re-
guired commodities,

It is not possible to measure the extent to which the
mere existence of the control progren ijs n deterrent to operations
which are knewn by treders to 120k official approval, For thet
resson the data presented with respect to procurement efforse
which were interrupted by sdministretive action or otherwise

frustrated should not be interpreted &8s indicating fully the
effectiveness of the export control progranm,
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2. GCopper (I/1, 1), Fxamination of aveilable information on
Soviet Bloc efforts $o obtain copper from the West durlng the 12
months ending November 1953, resulted in the selection of 52 signi-
ficent cases as & rough indicetion of the megnitode of copper
transactions and procurement efforts during that period, This
covers a tote)l of 103 thouesnd metric tons velued et about $85 million
{velue portially estimeted;. This totel mey be divided into three
gignificent categories e8 Followa:

-8, At lesst 10 thoussnd metric tons, valued at ebout
$9 million, were diverted to the Seviet Bloc,

b, TEfforts to pradnre an e=dditional 16 thousand metrie
tons, veluesd at $13 million, wers interrupted by administrotive
action,

¢, With respect to.procuremenb efforts involving 76
thousand tone, valued ot $63 million, it haes not yet been
poseible to determine the final outcome,

These categories include cnses govered by rsports supported
by documentary evidence, on-the-apot investigation by US pertonnel,
or by information from reliasble sources. Cetegory "a" includes
those cases where the available information indicetes definitely that
divereion was completed, No way has been found for estimeting what
proportion of category "c' may represent, or may eventually be estab-
lished 28, completed diversions, nor is it poseible, in the absence of
edequace "follow-up" procedures, to indicate when or how raplcly the
finel outcome of these cases may be determined,

The date presentad sbove with respect to copper itrant-
sotions exclude the offer by an intermediary to buy 50,000 tons of
Chilean unsold stocks at an estimated vulue of $37 million, %he
offer wes made by letter to a Chilesn supplier, and appears to
have been vallid, but nothing definite ls lnown adbout the outoome.
If revoris are to be taken as velid which have some characteristics
of rumour, which leck confirmetion or knowledge of subsequent
development, or which include questionsble details, asdditionel
efforts were made to procure en estimated 22 thousend metric tons,
valued 2t ebout $18 million. The above categories (a, b, and c)
sre summariged in Teb A (attnched),

m%m
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Aluminum §I£§ I and I1), With regerd to aluminum, a semple

of 69 aelected transactions involved a total of 69-81 thousand tons,
valued at $42-$50 million. This total may be divided into three
signzficant categories as follows:

8, Aveileble information indicntes that the uompleted
transsctions represented 11-17 thousand tons, velued st
'$7-$11 million. The higher figures in this category include
6,000 tons, valued at $3,600,000, which represents a l2-rnonth
projection of &m aversge monthly movement from Austrie
to the Soviet Bloc of 500 tons, revorted from Vienna., The
aveilable information indicstes that this movement of Austrian
aluninum is not included im the other cases which mske up
the totel =sample of transactions invelving sluminum, but
this ha® not been eéstablished with complete certainty.

b, A second significant category encompasses a total of
42-48 thousand tons, valued at $26-$29 million, involving
transactions or negotiations to purchase which have been inter~
rupted by administrative asction or otherwiss frusirated, The
higher figures in this cstegory include procurement efforts
involving 5900 tone, velued at $3,540,000 which msy be in~
cluded in trenssctions involving a total of 10,000 tons,
valued at $6.000,000 which were frustrated by ection of
ltalian government suthorities,

¢, A third category is made up of a series of procurement
efforts involving 15,850 tons, valued at $9,610,000. The
avalilable information with respect to this group of trantsction
attempte ie insufficient to indicate whether or not the efforts
were auccessful,

‘The sbove three cntegories are summarised in Tab B (stteched).

Thsporep By DIE/RR
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Hovember 1952 -~ October 1953

Category®

a. Diversions completed

b. Procurement efforté «
interrupted

¢, Procursment offorts -
outcome undeternmined

P0PsL (a, b, end ¢)

W

-~ gt~ -]

COPPER

Quentity
(metric tons)

10,456

16,105

76,415

102,976

Yalge**
(000°s onitted)

$ 8,99
13,036

63,010

$84,995

* In the clessificetion of the above cases a few of those in b

and ¢ might properly be included in elitvher category.

In sach

instance the decision wwo necessarily arbitrary, but was mads
on the basis of informed Jjudgment.

#5411 velus figures should be resd as estimates bscause of in~
consistency of price quotations (e.g. - FOB, CIF, conmissions
end fees included or excluded, etc,), and the necessity of
interpoleting ton prices in some caeses,

Jrerpnees 8By DIE/RR
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4B Bs _ ALUMINUM

Hovember 1952 - October 1953

- Suantity
Category* {metric tons)
&, Diversions completed 11,100 - 17, 100
t. Procurement efforts -

interrupted 42 400 - 48, 300
¢. Procurement efforts -

outcome undetermined 15,850

TOPAL (e, b, and ¢) 69,350 - 81, 250

Velue**
(0008 omitted)

'$ 6,040 ~ $10,540

25&7¢"0 o= 290480

9,610

$42,490 - $49,630

& In the classification of the above coses a few of those in b
end ¢ might properly be included in either cstegory. In esch
instance the decislon was necessarily arbitrary, but was mcde

on the bhasis of informed judgment,

*»A11 value flgures should be r-ad as estimates bheceouss of in.
consistency of price quotations (e.g, « FOB, CIF, commissiors
and fees included or excluded, etc,), end the necezsity of

interpolating ton pricee in some cases,

PW %, Meke
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